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Furthermore, there is currently a shortage of lenders willing
to commit funds at fixed interest rates for long periods of time.
When the Federal Government issues long-term bonds, it tends to
crowd other borrowers out of the long-term market. This could
have the effect of reducing mortgage lending and of forcing cor-
porations to borrow short-term, which increases the risk that they
will run into financial difficulties. Scme also argue that it is
inconsistent for the government to enact credit or subsidy programs
to encourage lenders to commit funds to the mortgage market and,
at the same time, to crowd those same borrowers out of the long-
term market with Treasury bond issues.

Possible alternatives to long-term bond issues

Several alternatives have been suggested to Treasury issuance
of more long-term bonds. These might give Treasury some of the
advantages of long-term financing without the ill-effects of fixed-
rate long-term bonds. One possibility would be for Treasury to
issue a long-term bond with a flcating interest rate. Another
would be for Treasury to issue a bond whose interest and principal
payments were indexed to inflation.

The issuing of these kinds of obligations also would require
repeal of the present 4-1/4 percent interest rate ceiling.

The average maturity of the debt could be increased by issuing
notes with maturities of 5 to 10 years. There is no interest rate
limitation on obligations which are scheduled to mature within 10
years of the issue date.






